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THE WHITE HOUSE 

WASHINGTON 

August 12, 1976 

MEMORANDUM FOR JAMES M. CANNON 

FROM: 

SUBJECT: 

T. NORMAN HURD 

Draft of Preliminary Outline for Boston 
Speech 

Attached is a rough, preliminary outline of 
your speech before the County Officers in Boston, 
September 15, 1976. As soon as you can give us your 
comments, I will prepare either a revised outline or 
a first draft of the text. 

I have also sent a copy of the outline to 
Art Quern for his comments. 



THE FEDERAL GOVERNMENT'S RELATIONSHIPS 

WITH STATE AND LOCAL GOVERN~illNT (ESPECIALLY COUNTIES) 

Theme: Together, we can and must do a better job of serving the 

American people. 

Major Points* 

1. This is a good time on the basis of more than 200 

years of experience in State and local government to 

assess our strengths and weaknesses and develop a better 

system of providing for the American people those services 

which they cannot better provide for themselves. 

2. We must find a way critically but constructively 

to ask ourselves: 

A. What services should government be providing for 

its people? 

B. What unit(s) should be responsible for adminis­

tering each of them? 

C. In what manner should the costs of such services be 

financed? 

*In developing these,valuable sentences and even paragraphs 
may be used from the speech draft "Federalism: 1776-1976" 
which was prepared for the Vice President by Sandra Osbourn 
of the Library of Congress, November 25, 1975. Copies of 
the most useful pages, 19-23 and 28 are attached. 
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3. We must then promote new confidence and credibility 

in government by moving boldly to make the necessary 

changes to equip us for our third century -- to meet 

our needs and to use all of our resources wisely. 

4. We should recognize that the Federal government cannot 
\ 

and should not attempt to do what the States and/or 

counties and/or cities can do better for themselves; 

nor should the Federal government prevent them from 

doing their jobs; in fact, it should provide a climate 

in which the States and localities can most effectively 

do their jobs. 
i 

5. The Federal government must continue to function.-- and 

ever more effectively -- within the powers granted to it 

by the people of the States under the Constitution in 

the domestic sphere -- not as a central government but 

as a part of a system in which it serves as a guarantor 

of individual rights and freedoms and permits State and 

local government to fulfill the basic responsibilities 

placed upon them. 

6. We must recognize the amazing diversity in size, population, 

problems, needs and resources of our States, counties 

cities and other units of local government and the fact 

that we cannot enjoy national economic health while any 

region suffers economic ills. 
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7. We must recognize that even with a healthy economy 

to under gird our efforts, potential financial resources 

are limited and that efficiency and economy in the use 

of them is an absolute necessity. 

8. We need much greater capacity to know and understand 
\ 

your needs currently -- and promptly -- so that Federal 

action -- when it is necessary to help you solve your 

problems -- can be prompt and effective. 

·9. We must give particular attention to specific needs such 

as those of: 

A. Our older cities which have suffered from major 

economic disruption. 

B. Our count:ies, many of which have assumed increasing 

responsibilities for providing services without 

appropriate resources with which to fund them. 

C. Our local governmental structure which many of 

you are finding is not adequate for the twentieth 

century. 

10. I am convinced that with the capacity and resourcefulness 

that you and others like you have -- and with the degree 

of freedom with responsibility which we have -- the 

challenge before us can be successfully met. 
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Specific Areas Requiring Further Joint Studx 

1. How can local borrowing practices be improved? {full 

disclosure?, appropriate standards? and so forth) 

2. What functions - and resources - can be returned by the 

Federal government to the States and/or counties and/or 
\ 

cities? 

3. How can the Federal government stimulate greater equity 

in State and local tax systems? 

4. How can cost controls be developed for Federal, State 

and local government? 

5. How can employee pensions and other benefits be brought 

under control and be more soundly financed? 

6. How can employee productivity be improved? 

7. What type of effective, "stand by" counter cyclical aid 

can be made available? 
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Specific Recommendations for Action 

L Federal takeover of welfare. (proposed by Vice President 

but not by President) 

2. Extension and improvement of revenue sharing. 

3. Completion of the block grant program. 
\ 

4. Gearing of all Federal aids to State and local needs. 

5. Decomplexification of rules and regulations. 

6. Recognition of fundamental importance of preserving the 

country's economic base. 

7. Permitting cities to protect themselves against declining 

fiscal health - and thus strengthen s·tate and local 

government. 

8. Providing a monitoring capability for State and local 

government with a composite Federal-State-local government 

projected budget as one of its objectives. 
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Noncentralization and territorial democracy are both made operation­

ally effective by the iritergovernmental and public-private partnership that 

has developed within the framework of the Constitution. This partnership 

involves all levels of government in virtually every activity of government 

. in such a way as to give them an irrevocable share of the decision-making 

.and executing process •. This sharing of functions involves a whole complex 
' 

of arrangements designed to recognize and accomodate national local in-

terests. 

In too many instances, these arrangements were worked out in the /-

haste of day to day decision-making, frequently in a crisis atmosphere.· 

No attempt was made to sort out functions so that a particular level of 

governm~nt would assume clear responsibility for a particular function • 

. Covei"mnent lD recent de_cades has . truly tried. to be re-sponsive to 

the needs of the people. As a result of the desire to be responsive, we 

now have all three levels of government involved in all areas. The Con-· 

gress and the executive. branch ·are now involved in every one of our State 

programs. Congress passes legislation setting obje~tives. The executive 

branch then interprets those objectives with administrative regulations. -

State administrators add more rules and regulations, and local govern­

ments add still more. 

The result today, and I hate to say this, is that it is hard to find any 

level of government effectively responsible for the administration of any 

program. None of them controls the regulations themselves, or the 

sources of money. The result is that each level blames the other level 

for its inability to deliver. And public confidence in government ...:_and 

in the federal system --is undermined. 
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The iqeas of federalism and the federal system are difficult to de,. 

fine with certainty, but most of us have some concept of what these 

ideas mean. We base these ideas on our own experience and our own 

reading of the basic documents of federalism. 

To me, the federal idea is far more than a mechanical or technical 

or abstract formula for government operations •. The day to day operations 

of the federal system, and the working relationships of the governments 

within the system a:re more aptly described by the term "intergovernmen­

tal relations. " Federalism implies far more than this. While intergov­

ernmental relations is a highly visible aspect of federalism, it is neither 

the primary characteristic of federalism nor a matter exclusive to federal 

. systems. Even in a unitary system of government, or in any political 

system involving more than one unit, the tasks of government must be 

divided between or among general and local authorities, thereby incor­

porating some degree of what may be termed intergovernmental relations. 

My ideal of federalism refers more broadly to a concept of govern-

ment by which a soverign people, for their greater progress and protection, 

yield a portion of their sovereignty to a ·political system that has more 

than one center of sovereign power., energy, and creativity. No one .of 

these levels has the power to destroy another. The federal idea, then, is 

above all an idea of a shared sovereignty at all times responsive to the 
. 

needs and will of the people in whom the sovereignty ultimately resides. 

Our federal idea _is complex and subtle. It involves a balance of 

strengths. It puts into play a sharing of powers not only among different 

levels of government but-- on each level -- a separation of powers between 

the legislative, executive., and judicial branches of government. 

.. 

j 
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. And it clearly signifies more than mere governmental structure. It 
p~ ... -_...c., ,..,... . - T(.&. r.....~ ,_ .. 

dE:-ma:tiits=.faith. in ---a-nd-an environment for -- the..-fPee-pl~ individual 

initi~ve, private enterprise, social institutions~ political organizations_~ 

· and voluntary associations -- all operating within a framework of laws and 

principles affirming the dignity and freedom of man. 

A federal system~ then~ seeks stability without rigidity, security with­

out inertia. . It encourages innovation and inventiveness -- governed by 

principle, and guided by purpose. It assures responsiveness more thought­

ful than mere reflex - -_ and liberty . that does not lapse toward anarchy. 

In short,' it seeks to hold the delicately precarious balance between free..; 

dom and order upon which depend decisively the liberty, peace, and pros-

perity of the individual. 

A more meaningful and f~ll 11definit~on" of the fedeal idea may be 

· offered in the form of what I believe are four of the critical ways in which 

the federal concept operates. 

First: The federal idea fosters diversity within unity. In this land 

that reaches from ocean to ocean, the great social. economic and political 

problems vary profoundly as they may appear, for example, before the 

people of Wyoming, the people of Louisiana, or the people of 1V£assachusetts. 

In meeting many of these problems~ a sweeping generalized edict from the 

national government might well be futile or self-defeating. Therefore, to 

. maintain our federal concept~ the national government must always be 

careful in its partnership with the States. It must be sure that it 

with the States in ways that encourage the States more effectively 

works ·) 

tore- 0 M · 
(Y[_' 

· solve their own problems in their own way. / 

. 
! 

I 
I 
; 
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Second: The federal idea permits and encourages creativity~ 

imagination, and innovation in meeting the needs ~f people. Those needs, 

if not met by individual or private action~ can be met at the local,. the 

State, or the Nationallevel.of government. 

By providing several sources of political strength and creativity, a 

federal system invites inventive leadership -- on all levels -- to work 

toward genuine solutions to the problems of a diverse and complex society. 

These problems --whether they concern civilrights or urban develc.pment, 

industrialization or automation~ natural resources or transportation-- never 

arise at the same instant and in the same way throughout a great Nation. 

A federal system allows these problems to be met at the time and in 

the area where they first arise. If local solutions are not forthcoming, 

it is still possible to bring to bear the ~nfluence, the power~ arid the lead­

ership of either the State or the National government. 

Third: The federal idea is a pluralistic idea. It gives scope to many 

energies, many beliefs, many initiatives, and enlists them for the welfare 

of the people. In encourages diversity of thought, of culture~ and of be­

liefs. It gives unparalleled opportunity ·for the development of private 

institutions -- social~ political, and economic. 

Whereas a tightly centralized government tends, by its disproportinate 

weight and power, to stifle diversity and creativity in both the public and 

private sectors, a federal system provides room for both infinite variety·. 

and creativity in all sectors of national life. This is equally true for 

political organizations, philanthropic associations, social institutions, or 

economic enterprises. 

. ~ 
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Fourth: . The federal idea is characterized by a balance \vhich pre­

vents excesses and invites the full, free play of innovation and initiative. 

; This balance is essentially achieved by: the division of powers between 

the national and State governments, the separation of legislative, execu­

tive, and judicial authority, the absence of monolithic national parties, 

the permissive encouragement given to local muncipal governments to 

achieve a measure of home rule either in fact or in law, the competitive 

action of commercial enterprise, and -- above all -- the freedom of in­

dividual initiative, rooted in a basic and unwavering belief in the dignity · 

of the human person. 

In its practical workings and ultimate implications, the federal idea 

deeply involves the whole political, cultural, social, and economic enviro­

ment of the Nation, just as it reflects a great part of our history as . a 

nation. And while this idea implies limits and checks against excessive 

power, its living purpose and intent are creative and affirmative. It is 

not a theoretical device to narrow or constrict political action. It is a 

way to amplify it. 

The federal idea is not an excuse for keeping necessary things from 

being done. It is almost the exact opposite -- a flexible and imaginative 

device to open not one but many avenues of political action for economic 

and social progress. 

The essential supremacy of the people through their exercise of polit-. 

ical power is, above all, vital to the life of the federal idea. So close to 

the people, so interwoven with their deepest beliefs and their daily lives, 

fl>..·. 
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This kind of forthright behavior is especially needed now because of 

government financial circumstances. First local government ran out of 

money. Then State government ran out of money. And, if you will for• 

give me, the United States has now run out of money. We're all in the 

same boat. Not only have we run out of money, but we have not been 

successful in delivering on programs. 

What we have to do now is to get back to the hard realities of what 

we can deliver and how we can deliver it. We have to ask ourselves "Are 

the concepts on which we're operating in many of these areas sound, or, 

as I think is the case, do we need to rethink our concepts in order to 

achieve our goals in the light of today' s conditions?" 

I think that we need.. as a Nation, to undertake a stem-to stern re- ~- · 

view of our federal system in order to determine which functions should 

be -performed by which level of government, which functions should be per­

formed by private interests working in cooperation with government, and 
.. 

which functions should be left to the individual to provide. I have always 

felt that the American people are ready to accept initiatives,- regardless 

of their form, if the solution really goes to the · heart of the problem. 

People aren't too concerned whether it is a government or a quasi-govern­

mental effort or a private effort, so long as it works. But such a review 

should keep in mind at all times the health of the federal system, and the 

impact of any new initiatives on the federal system .. 

The studies and conferences on federalism that I mentioned earlier 

have also brought to light a number of issues that we need to consider in 

an assessment of the future of federalism. Robert Merriam, Chairman of 



FEDERALISM AND COUNTY GOVERNMENT 

THIS BICENTENNIAL YEAR IS AN APPROPRIATE TIME TO 

REVIEW OUR FEDERAL SYSTEM OF GOVERNMENT AND THE ROLE 

OF COUNTY GOVERNMENTS WITHIN THAT SYSTEM, THIS IS NO 

SMALL TASK; AS THE DEMANDS OF SOCIETY HAVE INCREASEDJ 

COUNTY JURISDICTIONS HAVE ASSUMED MORE IMPORTANT 

FUNCTIONS AND HAVE BECOME KEY CENTERS OF GOVERNMENTAL 

POWERSJ AUTHORITY AND RESPONSIBILITY, 

A. THE FEDERAL CONCEPT OF SHARED SOVEREIGNTY 

THE INCREASED IMPORTANCE OF COUNTIES IS IN KEEPING 

WITH OUR FEDERAL SYSTEM WHICH IS STRUCTURED AROUND THE 

CONCEPT OF SHARED SOVEREIGNTY AND SHARED POWER WHICH AT 

ALL TIMES MUST BE RESPONSIVE TO THE NEEDS AND WILL OF 

THE PEOPLE, THIS SYSTEM DICTATES THAT THE TASK OF 

GOVERNMENT RESIDES IN STATEJ COUNTYJ AND LOCAL UNITSJ 

UNLESS OTHERWISE CLEARLY DELEGATED TO THE FEDERAL 

GOVERNMENT, 
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IN THEORY1 THIS CONCEPT PLACES RESPONSIBILITY 

FOR MEETING A HUMAN NEED AT THE LEVEL WHERE THE MOST 

EFFECTIVE SERVICE MAY BE PROVIDED FOR THAT PARTICULAR 

NEED1 DEPENDING UPON POLITICAL AND FINANCIAL REALITIES, 

MOREOVER~ THIS SYSTEM WAS DESIGNED TO SOLVE PROBLEMS 

WHEN AND WHERE THEY FIRST ARISE, IF LOCAL SOLUTIONS 

ARE NOT FORTHCOMING~ THEN INTERVENTION BY THE FEDERAL 

GOVERNMENT IS STILL POSSIBLE~ BUT ONLY AS A LAST RESORT, 

IN PRACTICE~ HOWEVER1 DURING THE PAST 40 YEARS1 

THE FLOW OF SOVEREIGNTY~ OF POWER1 OF PROGRAMS AND OF 

POLICIES HAS BEEN HEAVILY AND CONSTANTLY TOWARD THE 

FEDERAL GOVERNMENT, THIS FEDERAL BIAS IS REFLECTED IN 

CATEGORICAL PROGRAMS AND TARGETED FINANCIAL AID1 IN 

THE FORMS WE ALL FILL OUT AND THE RULES AND REGULATIONS 

WE FOLLOW, 
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B. REASSESSMENT OF THE ROLES OF DIFFERENTS LEVELS 

OF GOVERNMENT 

THE AMERICAN PEOPLE'S PATIENCE WITH THIS BIAS HAS 

WORN THIN, CITIZENS ARE FED UP WITH FEDERAL CONCENTRATION 

OF AUTHORITY1 THE IMMENSITY OF THE BUREAUCRACY~ THE HUGE 

MORASS OF RED TAPE1 AND THE INSENSITIVE AND OVERLAPPING 

REGULATORY SYSTEM, THEIR CRITICISM HAS PROMPTED A REVIEW 

OF THE RESPECTIVE RESPONSIBILITIES OF FEDERAL1 STATE 

AND LOCAL JURISDICTIONS, TODAY1 MANY SERIOUS STUDENTS 

OF GOVERNMENT ARE REASSESSING WHQ DOES WHAT1 AT WHICH 

LEVEL1 AND ~VARIOUS RESPONSIBILITIES CAN BE PLANNED1 

FINANCED1 AND ADMINISTERED MOST EFFICIENTLY, 

THE REASSESSMENT HAS RESULTED IN SEVERAL DEVELOPMENTS, 

AMONG THE MOST IMPORTANT OF THESE ARE: 

1. 8UTHORITY AND RESPONSIBILITY ARE GRADUALLY 

BEING RESTORED TO STATE AND LOCAL GOVERNMENT, GENERAL 

REVENUE SHARING1 TOGETHER WITH CURRENT AND PROPOSED BLOCK 

GRANTS1 INDICATE THE TREND TOWARD INCREASED FLEXIBILITY 

AND DECISION-MAKING AUTHORITY AT THE LOCAL LEVEL, 
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2, THE RECOGNITION OF FINANCIAL CONSTRAINTS HAS 

HIGH-LIGHTED THE NECESSITY OF SPREADING FINANCIAL BURDENS 

AMONG JURISDICTIONS, 1975 MAY APPROPRIATELY BE TERMED 

THE YEAR OF THE BUDGET, WHEN CONFRONTED BY LIMITED 

FINANCIAL RESOURCES) ALL LEVELS OF GOVERNMENT BECAME 

INCREASINGLY AWARE OF THE NEED FOR FINANCIAL STRINGENCY, 

THE RECENT TREND TOWARD BUDGETARY RESTRAINT HAS REQUIRED 

A MORE EQUITABLE DISTRIBUTION OF THE FINANCIAL BURDEN 

AMONG JURISDICTIONS, 

3, JURISDICTIONAL BOUNDARIES ARE BEING REEXAMINED, 

JURISDICTIONS ARE DISCOVERING THE ADVANTAGES OF (A) REDUCING 

OVERLAPPING BOUNDARIES TO PROMOTE EFFECTIVE DECISION-

MAKING) (B) CONSOLIDATING DISTRICTS TO DELIVER BETTER 

SERVICE) AND (c) RESTRUCTURING BORDERS TO MEET SPECIFIC 

NEEDS) SUCH AS LAND USE PLANNING, 

4, TAXPAYING VOTERS ARE BEING GIVEN MORE OPPORTUNITY 

TO CHOOSE BETWEEN TAX HIKES AND SPENDING LIMITATIONS, 

BECAUSE OF THE REQUIREMENT OF BALANCED BUDGETS) SPENDING 

INTERESTS ARE INCREASINGLY FORCED TO ARGUE THEIR CASE BEFORE 

THE PUBLIC AT LARGE, DECISIONS BY REFERENDUM HAVE INCREASED 

PUBLIC AWARENESS OF THE HARD FISCAL CHOICES THAT ARE 

DICTATED BY LIMITED RESOURCES, 
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5, THE PROBLEMS OF SUBURBANIZATION AND OUT­

MIGRATION ARE BEING RECOGNIZED, SHIFTS OF POPULATION 

AND ECONOMIC ACTIVITY IMPACT HEAVILY ON THE REGIONS 

INVOLVED) PARTICULARLY IN THE CASE OF MOVEMENT FROM 

OLDER NORTHEASTERN METROPOLITAN AREAS TO THE "SUN-BELT," 

ON THE LOCAL LEVEL) TRANSITIONS FROM THE URBAN CORE TO 

SUBURBS HAVE OBLIGATED GOVERNMENTAL UNITS TO CONSIDER 

NEW AND MORE EQUITABLE MEANS OF SHARING TAX BASES, 

c I IMPACT ON COUNTIES 

THESE DEVELOPMENTS ALLOW COUNTIES TO PRESENT AN 

INCREASINGLY ATTRACTIVE ECONOMIC AND POLITICAL BASE FOR 

LOCAL GOVERNMENT SERVICES, As A RESULT) MORE OPERATIONAL 

RESPONSIBILITY AND FINANCIAL BURDENS WILL FALL TO 

COUNTY OR AREA-WIDE METROPOLITAN GOVERNMENTS, LET ME 

MENTION SOME SPECIFIC AREAS IN WHICH COUNTIES WILL PLAY 

AN EXPANDING ROLE, 
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1. WELFARE 

No PERMANENT AND AUTOMATIC POLICY HAS EVER BEEN 

DEVISED TO GIVE MONEY TO THE POOR, COUNTIES HAVE 

ASSUMED AN INCREASED RESPONSIBILITY FOR THE CARE OF THE 

NEEDY AND SHOULD BE COMMENDED FOR THEIR ACHIEVEMENTS IN 

THIS AREA, THIS RESPONSIBILITY WILL CONTINUE UNTIL 

WE HAVE A NATIONAL CONCENSUS ON WHAT CAN AND SHOULD BE DONE 

ABOUT THIS COMPLEX LOCAL AND NATIONAL PROBLEM, 

2, TRANSPORTATION 

THE NEED FOR PUBLIC TRANSPORTATION IS GROWING IN 

BOTH RURAL AND URBAN AREAS, COUNTIES WILL ASSUME ADDED 

RESPONSIBILITY FOR PLANNING} OPERATING AND FINANCING 

PUBLIC TRANSIT, 

3, WASTE WATER TREATMENT 

THE AREA-WIDE PROBLEM OF WASTE WATER TREATMENT 

WILL REQUIRE INNOVATION AND MODERNIZATION, JURISDICTIONS 

WILL HAVE TO EXPERIMENT WITH CONSOLIDATION TO PERFORM 

TREATMENT AND RELATED FUNCTIONS SUCH AS LAND FILL, 
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4, ENVIRONMENTAL CONTROL 

SMOG IGNORES BOUNDARIES, COOPERATION AMONG 

JURISDICTIONS IS NECESSARY TO CONTROL SMOG AND IMPROVE 

THE QUALITY OF OUR AIR, 

5. LAND UsE PLANNING 

LAND USE PLANNING MUST TRANSCEND THE INTERESTS OF 

INDIVIDUAL JURISDICTIONS, INTERGOVERNMENTAL COOPERATION 

WILL BE NECESSARY IN ORDER TO ACHIEVE AN AREA-WIDE 

PERSPECTIVE THAT PREVAILS OVER PAROCHIAL CONCERNS, 

D. SELECTED PROBLEMS RESULTING FROM INCREASED RESPONSIBILITY 

1. GOVERNMENTAL STRUCTURES 

How SHOULD A COUNTY ORGANIZE TO PERFORM ITS WIDENING 

ROLE? WHAT ORGANIZATIONAL STRUCTURE WILL FOSTER COOPERA­

TION AMONG STATEJ COUNTY AND LOCAL GOVERNMENTS? THERE 

ARE SEVERAL AVAILABLE OPTIONS: 
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A, CONSOLIDATED JURISDICTIONSj 

B, REGIONAL STRUCTURES) SUCH AS THE 

MINNEAPOLIS-ST. PAUL AREA PLANj 

C, SEPARATE JURISDICTIONS WITH INCREASED 

INTERJURISDICTIONAL COOPERATIONj 

D, SPECIAL PURPOSE DISTRICTS, 

EACH OF THESE OPTIONS IS SUITED TO DIFFERENT 

POLITICAL AND ECONOMIC CIRCUMSTANCESj ALL HAVE BEEN 

IMPLEMENTED SUCCESSFULLY IN VARIOUS JURISDICTIONS, 

WHEN CHOOSING AMONG THESE OPTIONS) LOCAL DECISION 

MAKERS MUST REALIZE THAT ALL OF THEM REQUIRE STRONG 

LEADERSHIP TO OVERCOME VESTED) PAROCHIAL INTEREST IN 

RETAINING EXISTING JURISDICTIONAL DIVISIONS AND 

STRUCTURES, 
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2. PuBLIC SERVICES 

LIKE ALL LEVELS OF GOVERNMENT} COUNTIES HAVE 

REALIZED THE NECESSITY OF CHECKING INCREASES IN THEIR 

BUDGETS, NOBODY LIKES SPENDING RESTRAINTS, WITHOUT 

THEMJ HOWEVERJ THE PUBLIC SECTOR COMPOUNDS ITS PROBLEMS 

BY IGNORING THE REALITY OF LIMITED RESOURCES AND THE 

FACT THAT DEMANDS FOR PUBLIC SERVICES CAN OUTRUN A 

COUNTY'S CAPACITY FOR FUNDING, 

A POLICY OF FINANCIAL REALISM REQUIRES A SETTING 

OF PRIORITIES, IN SOME CASESJ COUNTIES HAVE EAGERLY 

ASSUMED MORE OPERATIONAL RESPONSIBLITY FOR SERVICESJ 

PARTICULARLY IN ECONOMIC GROWTH AREAS, BuT FINANCIAL 

CONSTRAINTS MANDATE A REVIEW OF COUNTY SERVICES ANDJ 

IN SOME CASESJ A REDUCTION IN SERVICES OR A REFUSAL 

TO PROVIDE NEW SERVICES, 
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3. FINANCING 

CLOSELY RELATED TO SETTING PRIORITIES FOR PUBLIC 

SERVICES IS THE QUESTION OF FINANCING. UNLIKE THE 

FEDERAL GoVERNMENTJ COUNTY GOVERNMENTS ARE PROHIBITED 

BY THEIR STATE CONSTITUTIONS FROM INCURRING BUDGET 

DEFICITS. IF COSTS OF SERVICE DELIVERY INCREASEJ 

COUNTIES WILL PROBABLY HAVE TO RAISE TAXES TO CLOSE 

THE BUDGET GAP. BUT A COUNTY'S ABILITY TO RAISE TAXES 

IS LIMITED BY SEVERAL FACTORS: MAXIMUM STATE LEVELSJ 

THE REGRESSIVE CHARACTERISTICS OF CERTAIN TAXESJ 

TAXPAYER RESISTANCE AND CAPITAL SHORTAGES. 
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IN ORDER TO EXPAND LOCAL REVENUE RAISING CAPACITY) 

STATEJ COUNTY AND LOCAL GOVERNMENTS MAY NEED TO CONSIDER 

SEVERAL ALTERNATIVES: 

A REVIEW AND RESTRUCTURING OF THEIR TAX 

SYSTEMJ PARTICULARLY WHERE THERE ARE NO 

INCOME TAXES; 

PLANS FOR TAX BASE SHARING AMONG JURIS­

DICTIONSJ SUCH AS THE MINNEAPOLIS/ST. PAUL 

PLAN; 

PARTNERSHIPS WITH THE PRIVATE SECTOR TO 

TAKE ADVANTAGE OF ECONOMIES OF SCALE AND 

MANAGEMENT EXPERTISE, 
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THE FINANCING QUESTION ENCOMPASSES OTHER CRITICAL 

ISSUES: 

1, How CAN STATE AND LOCAL BORROWING PRACTICES 

Bf_lMPROYED? ANSWERS TO THIS QUESTION ARE CRUCIAL TO 

THE EFFECTIVE FUNCTIONING OF STATE AND LOCAL GOVERNMENT 

ESPECIALLY IN THE AREA OF CAPITAL IMPROVEMENTS, CAN 

WE GUARANTEE "FULL DISCLOSURE" IN THE OFFERING OF STATE 

AND LOCAL GOVERNMENT SECURITIES? SHOULD GOVERNMENT MEET 

THE SAME STRICT REQUIREMENTS THAT GOVERN PRIVATE FINANCE? 

SHOULD GOVERNMENT "POLICE" ITSELF OR SHOULD ITS DEBT 

FINANCING BE SUPERVISED BY THE SAME FEDERAL AGENCY 

THAT SUPERVISES PRIVATE FINANCING? THESE ARE NOT EASY 

QUESTIONS, IT IS IN OUR COMMON INTEREST THAT THEY BE 

ANSWERED WISELY, 

2, CAN THE COSTS OF MAJOR SERVICES BE CONTROLLED? 

MusT WELFARE COSTSJ FOR EXAMPLE) CONTINUE TO ESCALATE? 

Is THERE NO END TO THE SPIRALLING COSTS OF PUBLIC SCHOOL 

EDUCATION? BUDGETARY RESTRAINT IS NECESSARY) DESPITE 

PRESSURES TO SPEND, 


























































































































